This paper examines the purpose of remittances using individual data of migrants in Germany. Particular attention is paid to migrants' savings and transfers to family members in the home country. Our findings indicate that migrants who intend to stay in Germany only temporarily have a higher propensity to save and save larger amounts in their home country than permanent migrants. A similar picture emerges when considering migrants' payments to family members abroad. The results of a decomposition analysis indicate that temporary and permanent migrants seem to have different preferences towards sending transfers abroad, while economic characteristics and the composition of households in home and host countries are less relevant.
Introduction
According to the World Bank (2008) , recorded remittances to developing countries are estimated to reach $US 283 billion worldwide in 2008, growing by 6.7 % relative to 2007. Even though this number is regarded to represent a lower bound because of unrecorded remittance flows, therewith remittances are more than twice as large as total development aid and represent the largest source of foreign exchange for many countries. The growing importance of remittances for many developing countries generates a strong interest of policy makers and scientists on the motivation of migrants to transfer financial resources to their home countries and the impact of these resources on the home countries' economy. Policy makers are in particular interested in potential measures to channel these remittances towards a productive use. Yet, the scientific literature on remittances has largely focused on the motives of migrants to remit (see, among others, Lucas/Stark 1985 , Bernheim et al. 1985 , Cox 1987 , Cox/ Rank 1992 , Ilahi/Jafarey 1999 , Amuedo-Dorantes/Pozo 2006 . A substantive number of theoretical papers has identified a variety of motives that may induce migrants to send remittances to their countries of origin. The main empirical challenge of this line of the literature lies in the differentiation of the explanatory power of different theories, since many of them come to similar testable hypotheses (Rapoport/Docquier 2006 provide an extensive recent survey of this literature). Much less research exists on the impact of remittances on the individuals or families and the overall economy of the countries who receive the remittances. The focus of interest of this strand of literature concerns the use of remittances, in particular whether they are used for investments or consumption. If remittances are mainly used for investments, they may foster growth and the development of the economies receiving the remittances. However, remittances may be used predominantly for consumption purposes, reducing the incentives to work and slowing down the development of the receiving economy. Microeconomic studies on the use of remittances are predominantly descriptive, relying mostly on individual and household surveys collected in the countries that receive remittances. The majority of studies on the use of remittances, however, is based on growth theories and use macroeconomic data to analyze the effects of remittances (see Rapoport/ Docquier 2006) .
Using individual data of foreign-born staying in Germany, this paper combines both strands of this literature by analyzing the extent and the determinants of remittances focusing in particular on the intended purpose of these transfers as well as the role of return intentions. As a major immigration country, Germany represents an excellent example for the analysis of remittances. Even though the majority of migrants in Germany does not originate from developing countries, they remit a substantial part of their income. In 2004, remittance flows from Germany amounted to about $ US 10.4 billion (World Bank 2006).
Our paper contributes to the existing literature in several respects. First, while most of the studies on remittances concentrate on migrants' transfers to developing countries using predominantly data collected in the country of origin of a migrant, the analysis in this paper focuses on remittances of migrants from traditional labor-exporting countries, such as Turkey, Italy, and Greece as well as refugees originating from former Yugoslavia using data obtained in Germany rather than in the countries of origin. Second, utilizing information on migrants' return intentions, the differences in the extent and the purpose of financial transfers to the home country between temporary and permanent migrants are analyzed. Finally, different to most of the existing literature, the analysis does not only concentrate on the extent of financial transfers to the home country and its determinants. The data used in our analysis rather allows us to differentiate between purposes of these transfers, i.e. whether they constitute savings in the home country or payments to family members. Existing studies on the use of remittances typically differentiate whether remittances are used for consumption, social purposes such as weddings or funerals, housing, debt repayment, or investments, i.e. investments in the human capital of family members or the establishment of a firm. In this context, the use of remittances for consumption or social purposes, for example, is often classified as being non-productive. However, in many cases even the consumptive use of remittances could be seen as being productive, if, for example, better food or the acquisition of air-conditioning increases the productivity of the household members. Although the information on the purpose of remittances in our data is rather limited in comparison to surveys available in many emigration countries, important insights may be gained from the analysis of migrants' savings, which foster investments in the countries of origin.
The paper proceeds as follows. In the next section we describe the data used in the empirical analysis and discuss the empirical strategy. Section 3 provides a detailed discussion of our results. Section 4 concludes.
Data and empirical strategy
The following analysis of the extent and purpose of remittances is based on the German Socio-Economic Panel (SOEP), a representative longitudinal study that includes German and immigrant households and started in 1984. The SOEP contains information about socioeconomic and demographic characteristics, household composition, occupational biographies etc. The following analysis is restricted to immigrant workers aged between 18 and 65 years, where immigrants are defined as foreign-born persons who immigrated to Germany since 1948. Due to the small number of observations, the sample does not include ethnic migrants from Central and Eastern Europe who received German citizenship after immigration. Furthermore, since less than five percent of the migrant population live in East Germany, the analysis concentrates on immigrants residing in West Germany. Finally, since lag variables have to be generated for some of the explanatory variables of our model, the year 1984 may not be considered in the empirical analysis. For the period between 1985 and 1995, the SOEP provides detailed information about transfers of foreigners to their home country. Immigrants were asked whether they sent any financial transfers to their home country. Additionally, the amount of transfers for two different purposes of the remittances is observed, i.e. savings and support for the family. After 1995, only the amount of transfers to persons abroad is available. Hence, given the particular research question of this paper, the sample is limited to the period from 1985 to 1995. We follow the existing empirical literature on remittances and apply a binary Probit model to investigate the effects of relevant determinants on the propensity to transfer money to the home country and use a Tobit model to account for the censored nature of the outcome variable when investigating the amount of these transfers (Merkle/Zimmermann 1992 , Rodriguez 1996 . In order to provide a comprehensive descriptive analysis of behavioral differences between temporary and permanent migrants, particular attention is paid to the isolation of the part of the differences in remittances that can be explained by differences in socioeconomic characteristics from the part attributable to differences in coefficients, using the decomposition method proposed by Blinder (1973) and Oaxaca (1973) . To perform this decomposition, the empirical models are estimated separately for temporary (t) and permanent (p) migrants. For the linear regression models of groups g ¼ ðt; pÞ,
Blinder (1973) and Oaxaca (1973) propose the decomposition
Bauer and Sinning (2008) show that a decomposition of the outcome variable similar to equation (2) is not appropriate for nonlinear regression models, because the conditional expectations Eðy g jx g Þ may differ from x x 0 g b c c g : They propose to decompose the mean difference of y using conditional expectations evaluated at different coefficient estimates, i.e.
To apply this decomposition to different nonlinear models, one has to estimate the sample counterparts Sðb c c g ; x g Þ and Sðb c c h ; x g Þ of the conditional expectations E c g ðy g jx g Þ and E c h ðy g jx g Þ for g; h ¼ ðt; pÞ and g 6 ¼ h. In the empirical analysis, the decomposition results of Probit and Tobit models will be reported. 3 We differentiate between temporary and permanent migrants using information on return intentions, with temporary migrants being defined as the group of migrants who intend to return to their country of origin, while permanent migrants are considered as those who intend to stay in Germany forever. The set of explanatory variables considered include socioeconomic and demographic characteristics such as age, gender, years of education, and current income. Economic theory suggests that wealth accumulation depends on permanent rather than current income. Therefore, we follow Blau and Graham (1990) and add a measure of the predicted current income as a proxy variable for permanent income to our specification. It can further be expected that migrants are more likely to send transfers abroad if they face higher income risks in their host country (Amuedo-Dorantes/Pozo 2006). To account for this possibility, we use the standard deviation of the average net income in the last five years as a proxy for income risk. Following the analysis of Lucas and Stark (1985) , a number of empirical studies have shown that marital status as well as household size and household composition in the migrants' home and host country are decisive determinants of remittances (see, among others, Hoddinott 1994, de la Briere et al. 2002) . Unfortunately, the SOEP does not provide information about the household size of migrants in their home country. Apart from the marital status and the household size in Germany, the set of regressors includes dummy variables indicating whether the spouse or children of the respondent live abroad. Using data on El Salvador and Nicaragua, Funkhouser (1995) has shown that the selfselection of migrants has an important influence on remittances. Other studies indicate that the savings behavior may also be affected by cultural background (Carroll et al. 1994 (Carroll et al. , 1999 . Based on these results, we include source country indicators to control for variations in the remittance behavior across countries of origin. Finally, since migrants' remittances typically decline as the duration of residence in the host country increases (DeVoretz/Vadean 2005) and savings of more established immigrants in their host countries tend to be higher than those of more recent immigrant cohorts ), differences between immigration cohorts are taken into account by controlling for the number of years since migration. Descriptive statistics and a detailed description of the definitions of all variables used in the analysis are given in Tables A1 and A2 of the Appendix. After excluding all observations with missing values on one of the variables used, the data set contains 7,976 person-year-observations of 1,535 individuals. Table 1 provides some descriptive statistics on the remittance behavior of temporary and permanent migrants. It shows that temporary migrants have a higher propensity to transfer money to their home country than permanent migrants and that they transfer higher amounts. Specifically, 8 % of the temporary migrants report savings in their home country compared to 3 % of the permanent migrants. Conditional on saving abroad, temporary migrants save almost 238 Q per month or 21.9 % of their income while permanent migrants save only 179 Q or 16.8 % of their income. The picture appears to be different when considering transfers to family members abroad. About one third of temporary migrants and about 27 % of the permanent migrants send remittances to family members abroad. Conditional on sending money to their family members, temporary and permanent migrants send almost a similar amount.
Estimation results
To investigate differences in the propensity to save and the amount of savings between temporary and permanent migrants, Probit and Tobit regressions were estimated using a pooled sample of the two groups. The estimates of these models -which are available upon request -indicate that the probability to accumulate wealth in the home country is 4.4 % higher for migrants who intend to return to their home country in comparison to those who decide to stay in Germany permanently. Temporary migrants further save about 10 % more than permanent migrants. Both results are in accordance with theoretical models on the impact of return intentions and the intended duration of stay on migrants' savings behavior (Galor/Stark 1990 , Dustmann 1997 . A similar picture emerges when considering payments to family members in the home country: temporary migrants have a higher probability (7.6 %) to support their family members abroad and transfer more money (15.9 %) than permanent migrants. Panels A and B of Table 2 show the estimation results of the Probit and Tobit model for savings in the home country separately for temporary and permanent migrants. The results of the Probit estimations indicate significant differences in the effects of the determinants of savings in the home country between the two groups. While the savings Notes: Weighted estimates based on weights provided by the SOEP. Standard errors are adjusted in order to take repeated observations of households into account. The regression further includes year dummies. * significant at 10 %-level; ** significant at 5 %-level; ** significant at 1 %-level.
propensity of temporary migrants increases significantly with age and current income, these factors have no significant influence on the savings propensity of permanent migrants. Variation in past income has a negative impact on savings of temporary migrants, with the coefficient being significant at the 10 %-level. This result may indicate that a higher income uncertainty leads migrants to hold their savings in the host country in order to have quick access to savings in the case of an income reduction. This would also imply that these migrants hold predominantly liquid assets. The data set, however, does not provide the information necessary to test this hypothesis. Finally, the propensity of temporary migrants to save aborad is increasing when children are living in the country of origin. For permanent migrants, the propensity to save abroad is only affected significantly by the household size, with savings abroad decreasing with the household size in the host country. The Tobit estimates indicate that among temporary migrants the amount of savings is increasing with current income. Furthermore, compared to unmarried temporary migrants, migrants being married save more abroad. Note, however, that both coefficients are statistically significant at a 10 %-level only. For permanent migrants the amount of saving is decreasing with education and the household size and increasing with higher permanent income. Again, these coefficients are statistically significant at a 10 %-level only. Finally, permanent migrants save significantly less when the spouse resides in the home country. In sum, both the economic situation and the composition of the household in home and host countries seem to have a considerable though heterogenous impact on savings of temporary and permanent migrants. At the same time, the explanatory power of our empirical models is rather low, with only a few coefficients being significant at conventional levels. This result is not surprising, given the relatively low proportion of migrants saving abroad (see Table 1 ). The overall picture changes substantially when considering transfers to family members abroad. The Probit estimates reported in Table 3 suggest that temporary and permanent migrants are much more similar concerning these transfers if compared to saving abroad. For both groups the propensity to transfer to family members abroad is increasing with age, current income and when the spouse or children are living in the home country, while it is decreasing with years since migration and household size and it is lower for females. Note that all estimated effects are in line with standard theories on the determinants of remittances (see Rapoport/Docquier 2006) . A similar pattern may also be observed when analyzing the amount of transfers to family members. The Tobit estimates shown in Table 3 indicate that the amount of transfers is increasing with age and are higher when children live abroad for both groups of migrants. For temporary migrants the amount of savings is decreasing with household size and variation in past income and increasing with current income. Different to permanent migrants, temporary migrants whose spouse lives abroad also transfer significantly more money. Note that female permanent migrants transfer a significantly lower amount, while this coefficient is insignificant for temporary migrants. Finally, source country effects on the propensity to remit and the amount of remittances are similar for temporary and permanent migrants. Table 4 reports the results of our decomposition analysis. The estimates of the Probit decomposition provide evidence for significant differences in the propensity to save or remit between temporary and permanent migrants. The major part of the gap in the propensity to save (almost 90 %) may be attributed to different coefficients, suggest- ing that the gap is a result of behavioral differences between temporary and permanent migrants rather than differences in observable characteristics between the two groups. A similar part of the gap in the propensity to remit (almost 70 %) is explained by different coefficients, indicating that temporary and permanent migrants seem to have different preferences towards sending transfers to their country of origin, while economic characteristics and the composition of households in the home and host countries play a relatively minor role. At the same time, about~30 % of the overall gap in the propensity to remit may be explained by observed characteristics, suggesting that different economic restrictions or a different household compositions may at least explain a part of the differences in the propensity to remit. The estimates of the Tobit decomposition reveal that temporary migrants save significantly more (about 17 Q per month) than permanent migrants, while the raw gap in the amount of remittances is insignificant. Although the major part of the savings gap between the two groups (about 75 %) may be attributed to differences in observed characteristics, this part is not significant. This result is in line with the heterogenous effects and the low explanatory power of the Tobit estimates reported in Table 2 . Since differences in the amount of remittances are relatively small (less than 10 Q per month), we observe that a very large share of the gap (about 150 %) is unexplained. This result may be explained by relatively large variations in the Tobit estimates presented in Table 3 and small differences in the observed characteristics between the two groups (see Appendix  Table A1 ). Notes: Bootstrapped (50 replications) standard errors in brackets. Percentages of the raw differential are reported in parentheses. * significant at 10 %-level; ** significant at 5 %-level; *** significant at 1 %-level.
Conclusions
This paper examines the extent and the determinants of remittances, using individual data of foreign-born staying in Germany. We differentiate between temporary and permanent migrants using information on return intentions, with temporary migrants being defined as the group of migrants who intend to return to their country of origin, while permanent migrants are considered as those who intend to stay in Germany forever. While most of the studies on remittances concentrate on migrants' transfers to developing countries using predominantly data collected in the country of origin of a migrant, the analysis of this paper focuses on remittances of migrants from traditional labor-exporting countries, such as Turkey, Italy and Greece as well as refugees originating from former Yugoslavia using data obtained in Germany rather than in the countries of origin. In order to provide a comprehensive descriptive analysis of behavioral differences between temporary and permanent migrants, particular attention is paid to the isolation of the part of the differences in remittances that can be explained by differences in socioeconomic characteristics from the part attributable to differences in coefficients using the decomposition method proposed by Blinder (1973) and Oaxaca (1973) . Our findings indicate that the probability to accumulate wealth in the home country is higher for temporary migrants than for permanent migrants. Temporary migrants further save about 10 % more than permanent migrants. A similar picture emerges when considering migrants' payments to family members in the home country. The results of a Probit decomposition suggest that the major part of the gap in the propensity to save or remit may be attributed to different coefficients, indicating that temporary and permanent migrants seem to have different preferences towards sending transfers to their country of origin, while economic characteristics and the composition of households in home and host countries play a relatively minor role. Due to the small unconditional gap in the amount of savings and remittances, evidence derived from a Tobit decomposition is rather mixed. 
